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HOUSE  BILL  NO.  270 

AN  ACT  CREATING  A  SELECT  COMMITTEE  ON  HEALTH  INSUR- 
ANCE FOR  RETIRED  PUBLIC  EMPLOYEES;  DEFINING  THE 
DUTIES  AND  POWERS  OF  THE  COMMITTEE;  APPROPRIATING 
FUNDS  FOR  THE  COMMITTEE'S  USE;  AND  PROVIDING  AN 
IMMEDIATE  EFFECTIVE  DATE. 

Be  it  enacted  by  the  Legislature  of  the  State  of  Montana: 

Section  I.  DefinitionB.  As  used  in  [this  act],  "committee"  means  the 
select  committee  on  health  insurance  for  retired  public  employees  created 
in  [section  2]. 

Section  2.  Select  committee  on  health  insurance  for  retired 
public  employees  —  composition  and  appointment.  (1)  There  is  a 
select  committee  on  health  insurance  for  retired  public  employees. 

(2)  The  committee  consists  of  eight  members  appointed  as  follows: 

(a)  two  representatives  appointed  by  the  speaker  of  the  house; 

(b)  two  representatives  appointed  by  the  republican  house  leader; 

(c)  two  senators  appointed  by  the  president  of  the  senate;  and 

(d)  two  senators  appointed  by  the  senate  minority  leader. 

(3)  No  more  than  two  members  from  each  house  may  be  of  the  same 
political  party. 

(4)  Members  must  be  appointed  by  the  90th  legislative  day  of  the  49th 
legislative  session. 

Section  3.  Term  of  office  —  vacancies.  (1)  A  member  of  the  com- 
mittee shall  serve  until  the  committee  terminates  as  provided  in  [section  8]. 

(2)  A  vacancy  on  the  committee  must  be  filled  in  the  same  manner  as 
the  original  appointment. 

Section  4.    Officers  —  meetings  —  quorum  —  compensation.  (1) 

The  committee  shall  choose  from  its  membership  a  chairman  and  vice- 
chairman. 

(2)  The  committee  shall  meet  upon  the  call  of  the  chairman  or  at  the 
request  of  any  four  members. 

(3)  Five  members  constitute  a  quorum  for  the  transaction  of  business. 

(4)  A  member  is  entitled  to  compensation  and  expenses  as  provided  in 
5-2-302. 

Section  5.  Duties  of  the  committee.  The  duties  of  the  committee 
include  but  are  not  limited  to: 

(1)  exploring  the  possibility  of  creating  a  wholly  or  partially  state- 
funded  health  insurance  program  for  retired  public  employees,  including  an 
examination  of  the  following  policy  questions: 

(a)  Is  there  a  need  to  provide  postretirement  health  benefits  for  Mon- 
tana public  employees? 

(b)  If  so,  which  groups  of  employees  should  be  entitled  to  receive  these 
benefits? 

(c)  What  should  be  the  eligibility  criteria  for  receiving  postretirement 
health  benefits? 

(d)  Should  health  insurance  coverage  extend  to  a  retiree's  spouse  or 
dependent  children? 

(e)  For  how  long  should  a  retiree  be  eligible  for  coverage? 

(f)  What  should  be  the  nature  and  extent  of  postretirement  health  ben- 
efits? 
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(g)  What  governmental  agency  should  administer  a  health  insurance 
program  for  retirees? 

(h)  What  will  be  the  present  and  future  costs  associated  with  a 
postretirement  health  insurance  program? 

(i)     What  source  will  fund  these  costs? 

(2)  holding  public  hearings  to  gather  information  and  opinions  on  the 
topic  of  providing  health  insurance  for  retired  public  employees; 

(3)  drafting  legislation,  if  necessary,  to  implement  the  committee's 
recommendations;  and 

(4)  reporting  the  committee's  findings  and  recommendations  to  the  50th 
legislature. 

Section  6.  Powers  of  committee.  In  performing  the  duties  provided 
for  in  [section  5],  the  committee  may: 

(1)  contract  for  actuarial  services  in  consultation  with  the  department 
of  administration; 

(2)  accept  funds  from  the  public  employees'  and  teachers'  retirement 
divisions,  the  state  personnel  division  of  the  department  of  administration," 
and  the  Montana  university  system  to  obtain  actuarial  services; 

(3)  request  assistance-  or  data  from  any  state  or  local  government 
agency;  and 

(4)  subpoena  witnesses,  books,  records,  and  other  documents. 

Section  7.  Staff  assistance.  The  legislative  council  shall  provide  staff 
assistance  to  the  committee. 

Section  8.  Termination  date.  The  committee  shall  terminate  upon  the 
convening  of  the  50th  legislature  in  regular  session  in  1987. 

Section  9.  Appropriation.  There  is  appropriated  to  the  Legislative 
Council  for  the  biennium  ending  June  30,  1987: 

(1)  for  committee  expenses,  $8,000  from  the  state  general  fund;  and 

(2)  for  obtaining  actuarial  services,  $5,000  from  the  Department  of 
Administration,  Personnel  Division,  group  benefit  administration  account, 
and  $5,000  from  the  interest  income  of  the  Public  Employees'  Retirement 
System  pension  trust  fund. 

Section  10.  Effective  date.  This  act  is  effective  on  passage  and 
approval. 


Approved  May  6,  1985. 
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I .   INTRODUCTION 

During  the  1985  legislative  session.  House  Bill  No.  270 
(HB  270)  was  introduced  to  create  a  select  committee  on 
health  insurance  for  retired  public  employees.   The 
bill  directed  the  committee  to  explore  the  possibility 
of  creating  a  wholly  or  partially  state-funded  health 
insurance  program  for  retired  public  employees,  hold 
public  hearings  to  gather  information  and  opinions  on 
the  topic  of  providing  retiree  health  insurance 
coverage,   draft   legislation   implementing   the 
committee's  recommendations,  and  report  the  committee's 
findings  and  recommendations  to  the  50th  Legislature. 

vmile  testifying  on  the  bill,  retiree  and  employee 
organizations  argued  that  soaring  health  care  costs 
create  a  serious  financial  burden  for  older  persons 
living   on   modest   incomes.    They   noted   that 
cost-of-living  adjustments  to  public  pension  plans  have 
not  kept  pace  with  escalating  insurance  premiums. 
Public  employers  also  urged  passage  of  the  bill  because 
they  believed  that  the  financial  impact  to  state  and 
local  governments  of  providing  insurance  coverage  to 
retired  public  employees  must  be  carefully  studied 
before  action  in  this  area  is  taken. 

The  Legislature,  persuaded  by  these  arguments,  enacted 
HB  270  and  appointed  the  eight-member  Select  Committee 
on  Health  Insurance  for  Retired  Public  Employees.   The 
bill  appropriated  $8,000  in  general  fund  money  for 
Committee  expenses   and   $17,500   from  the  Public 
Employees'  Retirement  Division,  Teachers'  Retirement 
Division,  State  Personnel  Division  of  the  Department  of 
Administration,  and  Montana  University  System  for 
actuarial  and  consulting  services. 


This  report  provides  background  information  on  the 
issue   of   postretirement   health   care   benefits, 
highlights  the  results  of  the  Committee's  survey  on 
retiree   health   insurance   coverage,   reviews   the 
Committee's   activities   and   deliberations,   and 
summarizes   the   legislation   recommended   by   the 
Committee.   Additional  information  on  the  work  of  the 
Committee,  including  staff  reports,  cost  analyses  of 
health  insurance  proposals,  and  meeting  minutes,  is 
available  through  the  Montana  Legislative  Council, 
Research  Division,  Room  140,  State  Capitol,  Helena, 
Montana  59620. 

Numerous  agencies,  groups,  and  individuals  provided 
information  and  resources  for  this  study,  and  the 
Committee  thanks  them  for  their  input  and  assistance. 
A  special  thank  you  is  extended  to  those  retirees  who 
took  the  time  to  complete  and  return  the  survey  on 
retiree  health  insurance  coverage.   The  tremendous 
response  rate  to  the  survey  enabled  the  Committee  to 
collect  valuable  information  on  postretirement  health 
care  benefits  in  Montana. 


II.   POSTRETIREMENT  HEALTH  CARE  BENEFITS 

In  1973,  $103  billion  or  7.8%  of  the  gross  national 
product  (GNP)  was  spent  on  health  care  in  the  United 
States.   Within  ten  years,  this  figure  more  than 
tripled  to  $355  billion  or  10.8%  of  the  GNP.    Total 
health  care  costs  now  amount  to  roughly  $1  billion  a 
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day . 

A  portion  of  these  health  care  dollars  finances  post- 
retirement  health  care  benefits.   Postretirement  health 
care  benefits  are  medical,  surgical,  hospital,  and 
other  health  benefits  that  are  offered  to  an  employee 
after  retirement.   Often  these  benefits  are  available 
to  the  employee's  spouse  and  other  dependents.   Some 
employers  pick  up  the  total  cost  for  retiree  health 
plans;  others  share  expenses  with  the  retiree  or 
require  the  retiree  to  pay  the  full  cost. 

This  chapter  explores  the  issue  of  postretirement 
health  care  benefits,  first  discussing  the  issue  from 
the  perspective  of  the  retiree  and  the  employer,  then 
presenting  some  statistics  on  the  retired  public 
employee  population  in  Montana,  and  concluding  with  a 
summary  of  state  laws  regarding  health  insurance 
coverage  for  public  employees  and  retirees. 

The  Retiree's  Perspective 

The  rising  cost  of  medical  care  is  a  major  concern  for 
many  elderly  people.   Despite  a  decline  in  inflation  in 
other  sectors  of  the  economy,  medical  costs  continue  to 
grow.   "Health  care  costs  in  general  have  risen  770 


percent  since  1965;  hospital  costs  rose  979  percent  and 
physician  fees  rose  700  percent.   During  that  same 
period,  the  consumer  price  index  rose  by  only  242 
percent . 

Given  the  high  cost  of  health  care  and  the  likelihood 
that  medical  services  will  be  needed,  most  retirees 
feel  that  health  insurance  coverage  is  essential  to 
protect  against  personal  financial  disaster  due  to 
catastrophic  illness  or  major  surgery.   One  option 
available  to  the  retiree  is  to  purchase  an  individual 
health  insurance  policy.   But  many  older  persons  on 
fixed  incomes  find  the  cost  for  such  coverage 
prohibitive.   Those  who  can  pay  may  have  to  wait  from 

six  months  to  two  years  for  a  policy  to  start  paying 
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benefits  on  a  preexisting  medical  condition.    Some  may 

be  denied  coverage  altogether  because  preexisting 
conditions  prevent  them  from  meeting  stringent  eli- 
gibility requirements. 

Most  retirees  would  agree  that  continued  participation 
in  a  group  insurance  plan  provided  by  a  former  employer 
is  superior  to  obtaining  health  coverage  under  an 
individual  plan;  as  group  members,  retirees  need  not 
worry  about  insurability  and  can  usually  receive  more 
extensive  benefits  at  a  cheaper  rate.   Such  coverage  is 
particularly  valuable  to  retirees  who  are  not  yet 
eligible  for  health  benefits  under  Medicare,   the 
federal  health  insurance  program  for  people  65  or  older 
and  certain  disabled  people. 

But  if  retirees  are  required  to  pay  100%  of  their 
health  insurance  premium  for  coverage  under  their 
former  employer's  plan  plus  meet  the  plan's  deductibles 


and   coinsurance   charges,   the   costs   of  medical 
protection  may  consume  a  significant  portion  of  their 
retirement  income.   For  example,  during  fiscal  year 
1984,  the  average  monthly  benefit  paid  under  the  Public 
Employees'   Retirement  System   (PERS)   to  a  retiree 
between  age  60  and  64  was  $363.   The  monthly  premium 
for  coverage  under  the  State  of  Montana  group  health 
insurance  plan  for  a  retiree  under  age  65  was  $75,  or 
21%  of  the  retiree's  PERS  benefit.   If  the  retiree 
purchased  coverage  for  his  or  her  spouse  who  was  not 
Medicare-eligible,  the  premium  jumped  to  $120  a  month, 
consuming  33%  of  this  monthly  benefit.   If  his  or  her 
spouse  and  child (ren)  were  covered,  the  retiree  paid  a 
monthly  premium  of  $132,  or  36%  of  his  or  her  PERS 
benefit . 

After  age  65,  most  retirees  can  count  on  Medicare  to 
pay  some  of  their  medical  bills.   Medicare  consists  of 
hospital  insurance  (Part  A)  and  supplementary  medical 
insurance  (Part  B) .   Part  A,  which  is  financed  through 
the  Social  Security  (PICA)  tax  and  is  free  to  employees 
who  have  earned  enough  work  credits  under  Social 
Security,  pays  for  inpatient  hospital  care,  inpatient 
care  in  a  skilled  nursing  facility,  home  health  care, 
and  hospice  care.   Part  B,  which  is  financed  through 
monthly  premiums  paid  by  enrollees,  helps  pay  for 
doctor's  services,  outpatient  hospital  care,  and  a 
variety  of  other  medical  services  and  supplies  that  are 
not  covered  by  Part  A. 

Medicare,  however,  does  not  meet  all  the  cost  of 
medical  care  for  the  elderly.   Some  services  and 
supplies,  such  as  prescription  medicines,  dental  care, 
eyeglasses  and  eye  examinations,  hearing  aids  and 


hearing  examinations,  and  private  duty  nursing,  are  not 

covered  by  Medicare.   In  addition,  a  Medicare  recipient 

must  pay  certain  deductibles  and  coinsurance  charges. 

Under  Part  A,  the  recipient  must  pay  a  $400  deductible 

for  the  first  60  days  of  inpatient  hospital  treatment. 

Beginning  with  the  61st  through  the  90th  day  of 

treatment,  a  coinsurance  payment  of  $100  a  day  is 

required.   Under  Part  B,  a  recipient  must  pay  the  first 

$75  of  expenses  incurred  each  calendar  year.   After 

this  deductible  is  met.  Part  B  pays  80%  of  reasonable 

charges;  the  recipient  pays  the  remaining  20%.   In 

total.  Medicare  pays  for  slightly  less  than  half 

(48.8%)  of  personal  health  care  spending  for  people  age 
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65  and  over. 

Many  Medicare  recipients  find  that  they  must  continue 
coverage  under  their  former  employer's  group  plan  or 
purchase  private  Medigap  insurance  to  pick  up  the 
expenses  left  by  Medicare.   But,  again,  paying  100%  of 
the  premium  for  this  coverage  may  take  a  large  chunk 
out  of  their  retirement  income.   Typically,  the  hardest 
hit  are  the  oldest  retirees  whose  retirement  benefits 
have  not  kept  pace  with  inflation.   For  example,  during 
fiscal  year  1984,  the  average  monthly  benefit  paid 
under  the  PERS  to  a  retiree  between  age  80  and  84  was 
$243.   The  monthly  premium  for  coverage  under  the  State 
of  Montana  group  health  insurance  plan  for  a  Medicare- 
eligible  retiree  was  $41,  or  17%  of  the  retiree's  PERS 
benefit.   Coverage  including  a  Medicare-eligible  spouse 
costs  $78  a  month,  or  32%  of  the  retiree's  benefit. 

The  Employer's  Perspective 

Providing  postretirement  health  care  benefits  is  a 
common  practice   among   both   private   and   public 


employers.   According  to  findings  of  the  United  States 

House  of  Representatives  Select  Committee  on  Aging, 

most  large  private  corporations  and  many  smaller 

businesses  provide  coverage  for  retirees  under  age  65; 

additionally,  most  large  employers  provide  coverage 

after  Medicare  kicks  in.    In  the  public  sector,  48 

states  make  health  insurance  coverage  accessible  to 

their  retirees;  only  Indiana  and  Nebraska  do  not  offer 

retired  employees  the  opportunity  to  continue  to 
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participate  in  their  state  health  benefit  plans. 

In  the  early  1960s  when  many  employer-sponsored  retiree 
health  insurance  programs  were  started,   employers 
showed  little  concern  over  the  costs  of  postretirement 
health  care  benefits;  in  most  cases,  benefits  were 
relatively  modest  and  the  number  of  eligible  retirees 

Q 

was  small  in  comparison  to  active  employees.    Today 
the  picture  is  changing,  and  employers  are  becoming 
more  aware  of  the  mounting  liabilities  associated  with 
postretirement  health  care  benefits. 

This  is  particularly  true  in  the  private  sector  where 
corporations  often  provide  retiree  health  benefits  at 
no  expense  to  their  retirees.   In  most  cases,  these 
corporations  fund  postretirement  health  benefits  on  a 
pay-as-you-go  basis  rather  than  prefunding  them  over 
the  working  lifetime  of  their  employees.   A  briefing 
paper  prepared  for  the  House  Select  Committee  on  Aging 
for  a  congressional  hearing  on  corporate  retiree  health 
benefits  described  the  liability  associated  with  these 
benefits  as  "staggering",  especially  among  industrial 
employers.   The  report  estimated  that  the  average  costs 
for  retiree  health  coverage  under  corporate  plans  range 
from  $2,000  to  $5,000  a  year  for  each  retiree  under  age 


65  and  from  $600  to  $1,500  for  those  65  and  over.   It 

noted  that  some  experts  estimate  that  for  the  country's 

Fortune  500  companies,  the  liability  for  health  care 

benefits  is  around  $2  trillion,  while  these  companies' 
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total  assets  amount  to  only  $1.3  trillion.    Concern 

for  these  huge  unfunded  liabilities  prompted  the 
Financial  Accounting  Standards  Board,  the  rulemaking 
body  for  the  accounting  profession,  to  adopt  a  rule  in 
1984  requiring  private  employers  to  disclose,  for  the 
first  time,  certain  information  about  retiree  health 
benefits  in  their  annual  reports.   An  employer  now  must 
report  the  types  of  retiree  health  benefits  provided, 
the  method  for  funding  or  accounting  for  these  bene- 
fits, and  how  much  they  cost  the  company  during  the 
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year . 

Public  employers  who  finance  all  or  most  of  their 
postretirement  health  care  programs  are  not  immune  to 
the  growing  unfunded  liabilities  that  now  plague  the 
private  sector.  These  programs,   if  not  adequately 
funded,  could  undermine  the  fiscal  stability  of  state 
and  local  governments  and  become  a   factor  in 
establishing  credit  ratings. 

Even  among  those  public  employers  who  contribute 
nothing  towards  their  retirees'   health  insurance 
premiums,  concern  is  growing  over  the  impact  of  retiree 
participation   in   active   employees'   group  plans. 
Retirees,  as  group  members,  pay  the  same  premium  as 
active  employees;   however,   because  older  persons 
require  medical  care  more  frequently  and  for  longer 
time  periods,  the  premium  paid  by  retirees  is  often 
insufficient  to  cover  their  actual  expenses.   Hence, 
the  health  plan's  younger  active  employees,  with  a  more 


favorable  experience  rating,  end  up  subsidizing  the 
retiree  population. 

Eniployers  in  both  the  public  and  private  sectors  can 
expect  the  cost  of  postretirement  health  care  to  grow 
for  a  number  of  reasons: 

The  retiree  population  is  increasing,  hence  more 
people  will  seek  coverage.   In  1960,  9.1%  of  the 
U.S.  population  was  65  years  or  older;  this 
percentage  grew  to  11.5%  in  1983  and  is  projected 
to  reach  12.6%  by  1990.     While  in  the  1960s  a 
ratio  of  15  active  employees  to  one  retiree  was 
common,  today  in  some  sectors  of  the  workplace 
this  ratio  has  shrunk  to  as  low  as  3  or  4  active 
employees  to  one  retiree - 

Life  expectancy  is  increasing.   The  U.S.  popu- 
lation age  75  and  older  is  projected  to  increase 
at  an  average  rate  of  almost  3%  in  the  period 

1980-1990,  compared  to  less  than  1%  for  persons 
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under  age  65.     With  recent  advances  in  medical 

science,  many  people  can  expect  to  live  into  their 

eighties  and  nineties  and  therefore  will  need 

health  care  coverage  for  longer  periods  of  time. 

Retirees  consume  a  disproportionate  amount  of 

health  care.   Persons  age  65  and  over  comprise 

only  11.5%  of  the  population  but  account  for  29% 

of  all  personal  health  care  expenditures.     In 

1984,  per  capita  medical  care  costs  for  persons 

age  65  and  over  was  about  $4,200,  almost  four 

1  fi 
times  the  amount  spent  for  persons  under  age  65. 


The  federal  government  is  continuing  its  efforts 
to  trim  the  Medicare  program.    Because  most 
employer-sponsored  plans  for  persons  age  65  and 
over  either  "carve  out"  Medicare  benefits  or 
provide   additional   benefits   to   supplement 
Medicare's  coverage,  reductions  in  the  federal 
program  have  a  direct  impact  on  employers'  health 
costs.     Since  Medicare's  inception  in  1966, 
substantial  increases  in  the  program's  deduct- 
ibles, copayments,  and  premiums  have  occurred. 
For  example,  in  1966  a  $40  deductible  was  charged 
under  Part  A  for  the  first  60  days  of  inpatient 
hospital  treatment;  today  this  deductible  is  $400, 
a  ten-fold  increase.   The  coinsurance  required  for 
the  61st  through  90th  day  of  hospital  care  under 
Part  A  was  $10  in  1966  compared  to  $100  in  1985. 
In  1966,  the  program  charged  a  monthly  premium  of 
$3.00  for  Part  B  coverage.   Today  the  premium  is 
$15.50.^^ 

In  addition  to  the  cost  factor,  employers  must  also  be 
aware  of  the  legal  implications  of  providing  retiree 
health  benefits.   Once  postretirement  health  care 
benefits  are  granted,  an  employer  may  find  it  legally 
difficult  to  reduce  these  benefits,  to  increase  a 

retiree's  contribution  to  a  retiree  health  plan,  or  to 

19 
terminate  the  plan. 

Statistics  on  Retiree  Population 

According  to  U.S.  census  data,  the  total  population  of 
Montana  was  817,000  in  1980.   Persons  age  45  to  64 

comprised  18%  of  the  population  (147,000  people)  while 

20 
those  age  65  and  older  comprised  11%  (93,000  people). 
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within  these  groups  of  older  Montanans  is  a  subgroup  of 
former  employees  of  the  state,  cities,  counties,  school 
districts,   and  other  political  subdivisions.   The 
following  statistics  on  these  retired  public  employees 
were  obtained  from  the  1984  actuarial  valuations  of  the 
Public  Employees',   Judges',   Highway  Patrol,   Game 
Wardens',  Sheriffs',  Municipal  Police  Officers',  and 

Firefighters'  Unified  Retirement  Systems  and  from  the 

21 
1983  valuation  of  the  Teachers'  Retirement  System. 

According  to  these  valuations,  there  were  12,013  former 
public  employees  receiving  service  retirement  benefits 
during  the  1983-1984  period.    In  addition,   1,099 
persons  were  on  disability  retirement  and  565  persons 
were  receiving  survivor  benefits.   Table  1  lists  the 
number  of  service  retirees,  disabled  retirees,  and 
survivors  belonging  to  each  retirement  system.   The 
Public  Employees'  and  Teachers'  Retirement  Systems 
accounted  for  93%  of  all  benefit  recipients. 

Table  1 

Retirement      Service    Disabled 

Retirees   Retirees   Survivors      Total 


PERS 

6 

,723 

655 

190 

7,568 

Teachers ' 

4 

,665 

227 

280 

5,172 

Judges ' 

17 

3 

0 

20 

Highway  Patrol 

104 

6 

21 

131 

Game  Wardens' 

26 

7 

4 

37 

Sheriffs' 

33 

12 

7 

52 

Police 

247 

82 

26 

355 

Firefighters ' 

198 

107 

37 

342 

Totals  12,013      1,099         565        13,677 
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Table  2  compares  the  number  of  contributing  members 
(active  employees)  to  those  receiving  benefits  (service 
retirees,  disabled  retirees,  and  survivors)  under  each 
retirement  system.   The  ratio  of  contributing  members 
to  benefit  recipients  ranges  from  10.3  to  1  in  the 
Sheriffs'  Retirement  System  to  1.1  to  1  in  the  Fire- 
fighters' Unified  Retirement  System. 

Table  2 


Ratio  of 

Contributing 

Members  to 

Retirement 

Contributing 

Benefit 

Benefit 

System 

Members 

Recipients 

Recipients 

PERS 

26,026 

7,568 

3.4:1 

Teachers ' 

14,243 

5,172 

2.7:1 

Judges ' 

41 

20 

2.1:1 

Highway  Patrol 

197 

131 

1.5:1 

Game  Wardens' 

85 

37 

2.3:1 

Sheriffs ' 

537 

52 

10.3:1 

Police 

435 

355 

1.2:1 

Firefighters  * 

395 

342 

1.1:1 

The  next  two  tables  focus  on  the  largest  group  of 
benefit  recipients,  the  service  retirees.   Table  3 
categorizes  these  retirees  according  to  age  group  for 
each  retirement  system. 


Table  3 

Age 

Groups 

Retirement 

Under 

Over 

System 

55 

55-59 

60-64 

65-69 

70-74 

75-79 

80-84 

84 

Total 

PERS 

271 

495 

1703 

1838 

1243 

654 

300 

219 

6723 

Teachers ' 

105 

314 

688 

913 

961 

855 

507 

322 

4665 

Judges ' 

1 

0 

3 

2 

7 

3 

1 

0 

17 

H.  Patrol 

43 

15 

13 

7 

21 

4 

0 

1 

104 

G.  Wardens' 

3 

3 

10 

7 

2 

1 

0 

0 

26 

Sheriffs' 

0 

4 

6 

9 

9 

4 

1 

0 

33 

Police 

81 

43 

34 

32 

29 

16 

19 

3 

247 

F' fighters ' 

41 

41 

31 

21 

21 

22 

16 

5 

198 

12 


..^ 


Table  4  provides  data  on  the  average  monthly  retirement 
allowance  received  by  service  retirees  categorized  by 
age  group  for  each  retirement  system.   The  amount  of  a 
retiree's  allowance  is  based  on  his  years  of  service 
and  salary;  these  variables  are  plugged  into  a 
statutorily  defined  formula  to  determine  his  benefit. 
This  allowance  may  be  increased  at  a  future  date  by  an 
ad   hoc   or   automatic   cost-of-living   adjustment. 
According  to  the  table,  average  monthly  retirement 
allowances  ranged  from  $243  for  PERS  retirees  in  the 
age  80-84  bracket  to  $2,065  for  the  retired  judge  under 
age  55. 

Table  4 
Age  Groups 


Retirement 

Under 

Over 

System 

55 

55-59 

60-64 

65-69 

70-74 

75-79 

80-84 

84 

Total 

PERS 

$530 

$441 

$363 

$287 

$266 

$251 

$243 

$259 

$317 

Teachers ' 

761 

729 

634 

540 

390 

325 

309 

308 

460 

Judges ' 

2065 

0 

1742 

1570 

1309 

1816 

1710 

0 

1574 

H.  Patrol 

606 

675 

540 

476 

440 

410 

0 

323 

555 

G.  Wardens 

371 

1236 

854 

501 

492 

335 

0 

0 

699 

Sheriffs' 

0 

587 

349 

310 

291 

296 

430 

0 

347 

Police 

801 

690 

685 

635 

669 

648 

698 

765 

716 

F' fighters 

886 

839 

764 

746 

658 

647 

646 

548 

764 

The  final  table  (Table  5)  provides  estimates  for  future 
years  as  to  the  total  number  of  benefit  recipients 

under  the  two  largest  retirement  plans,  the  Public 

22 
Employees'  and  Teachers'  Retirement  Systems.     Accord- 
ing to  these  estimates,  by  2005  the  number  of 
recipients  is  expected  to  grow  by  about  43%  under  the 
PERS  and  by  29%  under  the  Teachers'  System. 
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Table  5 

Projected  Number  of  Benefit  Recipients 

Year  PERS  Teachers' 

1990  10,050  6,570 

1995  11,850  7,320 

2000  13,780  7,980 

2005  14,420  8,500 

Summary  of  Statutory  Provisions 

Most  of  the  state  laws  concerning  public  employee 
health  benefits  are  concentrated  in  Title  2,  chapter 
18,  of  the  Montana  Code  Annotated;  others  are  scattered 
throughout  the  Code . 

Title  2,  chapter  18,  part  7,  MCA,  is  a  collection  of 
general  statutory  provisions  applicable  to  group 
insurance  for  employees  of  the  executive,  judicial,  and 
legislative  branches  of  state  government  and  to 
employees  of  local  governments. 

Section  2-18-702,  MCA,  requires  counties,  cities, 
towns,  school  districts,  and  the  Board  of  Regents, 
upon  approval  by  two-thirds  vote  of  their 
respective  officers  and  employees,  to  enter  into 
group  hospitalization,  medical,  health,  accident, 
and/or  group  life  insurance  contracts  for  the 
benefit  of  their  officers  and  employees  and  their 
dependents.   State  elected  officials  and  employees 
may  participate  in  state  employee  group  benefit 
plans  provided  for  in  Title  2,  chapter  18,  part  8. 
If  an  official  or  employee  elects  coverage  under  a 
state  plan,  he  must  pay  the  premium  required  to 
maintain   the   insurance   through   a   payroll 
deduction . 
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Section  2-18-703,  MCA,  defines  the  employer's 
contribution  toward  the  cost  of  group  benefits. 
Elementary  and  high  school  districts  and  local 
government  units  must  contribute  at  least  $10  a 
month  for  each  employee  covered.   The  state  must 
pay  $105  a  month  for  fiscal  year  1986  and  $115  a 
month  for  each  fiscal  year  thereafter  for  each 
employee  (other  than  a  member  of  a  collective 
bargaining  unit)  and  for  each  legislator. 

Since  it  was  first  statutorily  required  in  1967,  the 
state  employer  contribution  has  been  adjusted  12  times. 
Table  6  illustrates  the  increases  that  have  occurred 
over  this  18-year  period. 

Table  6 

Monthly 
Fiscal  Year         State  Contribution 

1968  -  1969  i  total  premium  not 

to  exceed  $7.50 

1970  -  1971  $   7.50 

1972  -  1977  10.00 

1978  20.00 

1979  30.00 

1980  50.00 

1981  60.00 

1982  70.00 

1983  80.00 

1984  90.00 

1985  100.00 

1986  105.00 

1987  115.00 

Section  2-18-704,   MCA,   contains   several  key 
provisions  concerning  retiree  coverage.   When 
enacted  in  1977,  the  statute  required  an  insurance 
plan  issued  after  June  30,  1977,  to  permit  the 
following  persons  to  remain  members  of  a  state  or 
local  government  employer's  insurance  group: 
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°   A  retiree  until  he  becomes  Medicare-eligible 
unless  he  is  covered  under  another  group  plan 
with  substantially  the  same  or  greater 
benefits  at  an  equivalent  cost,  or  unless  he 
is  employed  and  is  eligible  for  coverage 
under  his  employer's  plan  which  has  substan- 
tially the  same  or  greater  benefits  at  an 
equivalent  rate; 

°   The  surviving  spouse  of  a  group  member  as 
long  as  the  spouse  is  eligible  to  receive  the 
deceased  employee's   retirement  benefits, 
unless  the  spouse  is  Medicare-eligible  or 
eligible   for  equivalent  coverage  under 
another  plan;  and 

°      The  surviving  children  of  a  group  member  as 
long  as  they  are  eligible  to  receive  the 
deceased  employee's  retirement  benefits, 
unless  they  have  equivalent  coverage  under 
another  plan  or  are  eligible  for  insurance 
coverage  through  a  surviving  parent's  or 
guardian's  employment. 

The  statute  further  provided  that  a  person  who 
elects  to  remain  a  group  member  must  pay  the  full 
premium  for  his  own  and  his  dependents'  coverage. 

In  1983,  section  2-18-704,  MCA,  was  expanded  to 
require  an  insurance  plan  issued  after  June  30, 
1983,  to  permit  a  retiree's  spouse  to  remain  a 
group  member  unless  the  spouse  is  eligible  for 
equivalent  coverage  under  another  group  plan.   In 
addition,  the  plan  must  permit  a  retiree's  spouse 
to  convert  a  group  policy  to  individual  coverage. 
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Also,  a  retiree,  spouse,  surviving  spouse,  or 
surviving  child  may  remain  a  group  member 
regardless  of  whether  such  person  is  Medicare- 
eligible  . 

Title  2,  chapter  18,  part  8  (sections  2-18-809  through 
2-18-816,  MCA)  focuses  on  group  benefits  for  employees 
of  the  legislative,  judicial,  and  executive  branches  of 
state  government  other  than  Montana  University  System 
employees.   Under  these  statutes,  "group  benefits"  are 
defined  as  group  hospitalization,  health,  medical, 
surgical,  disability,  life,  and  other  similar  and 
related  benefits.   The  Department  of  Administration  is 
authorized  to  design  state  employee  group  benefit  plans 
and  to  negotiate  and  administer  contracts  for  these 
plans.   The  Department  must  meet  and  consult  with  the 
State  Employee  Group  Benefits  Advisory  Council,  an 
eight-member  committee  representing  the  interests  of 
state  employees,  before  negotiating,  contracting,  or 
modifying  group  benefit  plans.   To  establish  group 
plans,  the  Department  may  combine  existing  state 
employee  groups  into  larger  groups  or  into  a  single 
group.   The  law  also  permits  the  Board  of  Regents  of 
Higher  Education  to  transfer  its  authority  for 
providing  group  benefits   for  university   system 
employees  to  the  Department.   To  date,  the  Board  has 
chosen  not  to  make  this  transfer. 

As  noted  earlier,  the  state  employer  contribution  for 
group  benefits  contained  in  section  2-18-703,  MCA,  does 
not  apply  to  unionized  employees.   Section  2-18-305, 
MCA,  provides  that  these  employees,  through  collective 
bargaining,  may  determine  the  allocation  between  the 
wages  contained  in  the  state  pay  schedules  and  group 
benefits.   However,  the  group  benefits  allocation  may 
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not  be  less  than  the  state  employer  contribution 
provided  in  section  2-18-703,  MCA  ($105/inonth  for 
fiscal  year  1986  and  $115/month  for  each  fiscal  year 
thereafter)  . 

In  Title  7,  MCA,  are  two  provisions  concerning  group 
insurance   for  police  officers  and   firefighters. 
Section  7-32-4117,  MCA,  provides  that  if  a  city, 
regardless  of  its  class,  provides  insurance  for  other 
city  employees,  it  must  provide  the  same  insurance  for 
its  police  officers.   In  addition,  the  city  may  pay  no 
less  than  the  premium  rate  in  effect  as  of  July  1, 
1980,  for  insurance  coverage  for  police  officers  and 
their  dependents.   The  city  also  must  permit  officers 
to  negotiate  additional  premium  payments  beyond  this 
guaranteed  amount.   Section  7-33-4130,  MCA,  contains 
identical  requirements  relative  to  insurance  coverage 
for  firefighters  employed  by  a   first-class  or 
second-class  city:   the  city  must  provide  firefighters 
with  the  same  coverage  provided  other  city  employees; 
it  may  pay  no  less  than  the  premium  rate  in  effect  as 
of  July  1,  1980,  for  insurance  coverage  for  fire- 
fighters and  their  dependents;  and  it  must  permit 
firefighters  to  negotiate  additional  premium  payments. 
To  finance  insurance  coverage  for  police  and  fire- 
fighters, a  city  may  levy  a  property  tax  not  to  exceed 
two  mills. 

In  several  chapters  of  Title  19,  MCA,  which  contains 
the  statutes  governing  the  public  retirement  systems, 
is  a  standard  provision  permitting  a  retiree  who  is  a 
member  of  a  former  employer's  group  benefit  plan  to 
have  his  monthly  premium  withheld  from  his  retirement 
allowance  and  paid  directly  to  the  insurance  carrier. 
This  option  is  available  under  the  Public  Employees' 
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(19-3-1404,  MCA),  Judges'   (19-5-705,  MCA),  Highway 
Patrol  (19-6-706,  MCA),  Sheriffs'  (19-7-706,  MCA),  Game 
Wardens'   (19-8-806,  MCA),  Municipal  Police  Officers' 
(19-9-1008,  MCA),  and  Firefighters'  Unified  Retirement 
(19-13-1005,  MCA)  Systems.   The  Teachers'  Retirement 
System  has  no  statutory  authority  to  withhold  premium 
payments . 
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III.   HEALTH  INSURANCE  COVERAGE  AMONG 
MONTANA'S  RETIRED  PUBLIC  EMPLOYEES 

Introduction 

As  part  of  the  study  mandated  by  House  Bill  No.  270 
(Ch.  667,  L.  1985),  the  Select  Committee  on  Health 
Insurance  for  Retired  Public  Employees  conducted  a 
statewide  survey  on  retiree  health  insurance  coverage. 
The  purpose  of  the  survey  was  two-fold:  (1)  to  gather 
information  on  the  nature  and  extent  of  health 
insurance  coverage  among  retired  public  employees;  and 
(2)  to  collect  data  about  the  retiree  population  to 
enable  the  Committee  to  predict  the  cost  of  a  retiree 
health  insurance  proposal  if  such  a  proposal  was  later 
developed. 

In  December  1985,  the  Committee  mailed  2,000 
questionnaires,  along  with  a  cover  letter  signed  by  the 
Committee  chairman,  to  a  random  sample  of  retirees  who 
were  formerly  employed  by  the  State  of  Montana  or  the 
Montana  University  System  or  by  a  city,  county,  or 
school  district.  Mailing  addresses  were  obtained  from 
the  list  of  retirees  receiving  service  or  disability 
retirement  allowances  from  eight  state-administered 
retirement  systems:  the  Public  Employees',  Teachers', 
Municipal  Police  Officers',  Firefighters'  Unified, 
Highway  Patrolmen's,  Sheriffs',  Game  Wardens',  and 
Judges'  Retirement  Systems.  Fourteen  percent  of  the 
retirees  from  each  retirement  system  were  surveyed. 

The  response  to  the  survey  was  exceptional,  indicating 
a  high  interest  in  the  subject  matter  among  retired 
public  employees.  One  thousand  three  hundred 
seventy-two  (1,372)  retirees  completed  the  survey  for  a 
return  rate  of  69%. 
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The  remainder  of  this  chapter  sununarizes  the  findings 
of  the  Cominittee '  s  retiree  health  insurance  survey. 
First,  a  profile  of  survey  respondents  is  provided. 
This  is  followed  by  a  discussion  of  retiree  coverage 
under  former  employers'  group  medical  insurance  plans. 
Medicare,  Medicaid,  spouses'  employers'  plans,  and 
other  types  of  insurance.  Then  data  on  respondents' 
income  levels  is  reviewed.  The  chapter  concludes  with 
a  recap  of  major  survey  findings. 

In  the  tables  on  the  following  pages,  the  reader  will 
find  that  total  responses  often  do  not  add  to  1,372 
(the  number  of  questionnaires  returned).  Also,  totals 
in  one  table  often  do  not  match  those  in  another.  The 
reason  for  these  discrepancies  is  that  some  respondents 
did  not  answer  every  survey  question;  therefore,  totals 
vary  depending  on  the  number  of  responses  for  each 
variable. 


A  Profile  of  Respondents 

The    survey    revealed    the    following    background 
information  about  the  sample  population: 

—  Fifty-one  percent  of  the  respondents  were  male; 
forty-nine  percent  female. 

—  The  youngest  respondent  was  41;  the  oldest  was 
101.  Most  respondents  (69%)  were  age  65  or  older. 
The  average  age  of  all  respondents  was  68. 

—  Seventy  percent  of  the  respondents  were  married  at 
the  time  of  the  survey;  the  average  age  of  the 
respondents'   spouses  was   65.    Eighteen  percent 
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were  widowed,  6%  were  divorced,  and  less  than  1% 
were  separated  from  their  spouses. 

Five  percent  of   the  respondents  had  dependent 
children.   The  average  age  of  the  children  was  17. 

Although  retirees  from  each  retirement  system 
returned  questionnaires,  almost  95%  of  the 
respondents  were  members  of  the  two  largest 
systems,  the  Public  Employees'  and  the  Teachers' 
Retirement  Systems.  Table  I  shows  the  breakdown 
of  retirees  according  to  retirement  system 
membership. 


Table  I 

Respondents  Belonging  to  Each 
Retirement  System 


Public  Employees' 

Teachers ' 

Municipal  Police  Officers' 

Firefighters'  Unified 

Highway  Patrolmen's 

Game  Wardens ' 

Judges ' 

Sheriffs' 


Ninety-three  percent  of  the  respondents  were 
receiving  service  retirement  allowances;  7%  were 
receiving  disability  allowances. 


Percentage 

Number 

of 

of  Total 

Respondents 

Respondents 

777 

56.63% 

520 

37.90 

28 

2.04 

26 

1.90 

6 

.44 

6 

.44 

5 

.36 

4 

.29 
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On  an  average,  the  respondents  spent  about  22 
years  in  public  service.   The  average  for 
respondents  belonging  to  the  Public  Employees' 
Retirement  System  was  19  years,  compared  to  27 
years  for  members  of  the  Teachers'  Retirement 
System. 


The  respondents'  average  age  at  the  time  of 
retirement  was  60. 


Over  half  of  the  respondents  (67%)  last  worked  for 
either  a  school  district  or  the  State  of  Montana. 
Table  II  gives  a  breakdown  of  respondents  by 
employer. 


Table  II 

Respondents  According  to  Last 
Public  Employer 

Percentage 
Number  of         of  Total 
Respondents Respondents 

State  of  Montana  357  26% 

University  System  145  11 

Cities  125  9 

Counties  167  13 

School  Districts  552  41 


On  an  average,  respondents  completed  18  years  of 
service  with  their  last  public  employer. 
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Coverage  Under  Former  Employers' 
Group  Medical  Insurance  Plans 


When  reviewing  the  survey  data  concerning  coverage 
under  former  employers'  group  medical  insurance  plans, 
the  following  time  periods  should  be  kept  in  mind: 

Before  July  1,  1977,  a  public  employer  was  under 
no  legal  obligation  to  allow  an  employee,  at  the 
time  of  retirement,  to  continue  as  a  member  of  the 
employer's  group  medical  insurance  plan. 

Between  July  1,  1977  and  July  1,  1983,  state  law 
(§2-18-704 (1) (a) ,  MCA)  required  a  public  employer 
to  permit  a  retiree,  until  he  or  she  became 
Medicare-eligible  (age  65  or  older) ,  to  remain  a 
group  plan  member. 

After  July  1,  1983,  state  law  (§2-18-704  ( 2)  (c)  , 
MCA)   required  a  public  employer  to  permit  a 
retiree,  regardless  of  whether  the  retiree  was 
Medicare-eligible,  to  continue  group  coverage. 

According  to  the  survey  data,  85%  of  the  respondents 
(1,127)   reported  that  their  last  public  employer 
offered  a  group  medical  insurance  plan  for  active 
employees.   The  state  was  most  likely  to  offer  this 
fringe  benefit  while  school  districts  were  least 
likely.   Ninety-four  percent  of  the  state  retirees  said 
that  their  employer  had  an  employee  group  insurance 
plan,  compared  to  79%  of  the  school  district  retirees. 
(See  Table  III  on  following  page.) 
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Table  III 

Retirees  Whose  Employers  Offered  Group 
Insurance  for  Active  Employees 


Number  of 

Percentage 

Total 

Retirees 

of  Retirees 

Number 

of 

Reporting 

Reporting 

Retirees 

Coverage 

Coverage 

State 

347 

325 

94% 

U  System 

140 

125 

89 

Cities 

124 

111 

89 

Counties 

158 

134 

85 

School  Dists. 

529 

419 

79 

Among  those  retirees  whose  former  public  employers 
offered  group  medical  insurance  for  active  employees, 
73%  (803  respondents)  said  they  were  allowed  to  remain 
members  of  the  group  plan.  University  system  retirees 
were  most  likely  to  be  permitted  to  continue  group 
coverage;  retirees  of  local  governments  and  school 
districts  were  least  likely.   (See  Table  IV.) 


Table  IV 

Retirees  Permitted  to  Continue  on 
Former  Employer's  Group  Plan 


Number  of 

Percentage 

Total 

Ret 

.irees 

of 

Retirees 

Number 

of 

Permitted 

Pe] 

emitted 

Retirees 

to 

Continue 

to 

Continue 

State 

321 

261 

81% 

U  System 

122 

115 

94 

Cities 

108 

68 

63 

Counties 

128 

81 

63 

School  Dists. 

409 

271 

66 

If  the  retirement  dates  of  respondents  are  analyzed, 
the  data  shows  that  52%  of  the  retirees  who  retired 
before  July  1,  1977  (204  respondents)  were  able  to 
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continue  group  membership.   In  other  words,   before 
state  law  required  employers  to  permit  retiree 
participation,  slightly  over  half  the  employers  were 
already  allowing  it.   Among  those  respondents  who 
retired  before  July  1,  1977,  university  system  retirees 
were  most  likely  to  be  given  the  opportunity  to 
continue  group  coverage  while  city  retirees  were  least 
likely.   (See  Table  V.) 


Table  V 

Respondents  Retiring  Before  7/1/77 
Who  Were  Allowed  Group  Membership 


Number  of 

Percentage 

Total 

Retirees 

of 

Retirees 

Number 

of 

Permitted 

Permitted 

Retirees 

to 

Continue 

to 

Continue 

State 

100 

59 

59% 

U  System 

43 

38 

88 

Cities 

42 

15 

36 

Counties 

41 

20 

49 

School  Dists. 

163 

72 

44 

After  July  1,  1977,  the  percentage  of  retirees  who  were 
permitted  to  remain  group  members  jumped  from  52%  to 
85%   {584  respondents) .    Again,  university  system 
retirees  were  most  likely  to  be  allowed  to  continue 
group  coverage;  nearly  all  of  these  retirees  (97%) 
reported  that  they  were  permitted  to  remain  members  of 
their  employer's  plan.   In  contrast,  only  70%  of  the 
county  retirees  said  that  they  were  allowed  to  continue 
group  coverage.   (See  Table  VI  on  following  page.) 
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Table  VI 

Respondents  Retiring  After  1/1/11 
Who  Were  Allowed  Group  Membership 


Number  of 

Percentage 

Total 

Retirees 

of 

Retirees 

Number 

of 

Permitted 

Permitted 

Retirees 

to 

Continue 

to 

Continue 

State 

219 

200 

91% 

U  System 

78 

76 

97 

Cities 

64 

51 

80 

Counties 

87 

61 

70 

School 

Dists. 

243 

196 

81 

As  noted  above,  85%  of  the  respondents  who  retired 
after  July  1,  1977  were  permitted  to  remain  members  of 
their  former  employers'  group  plans,  leaving  15%  who 
were  not  permitted  to  do  so.   Within  this  group  of 
retirees  who  were  denied  coverage,  84%  retired  before 
July  1,  1983,  while  the  remainder  (16%)  retired  after 
July  1,  1983.   Under  state  law,  those  respondents  in 
the  16%  category  (18  respondents)  should  have  been 
allowed  to  remain  group  members  regardless  of  their 
Medicare  eligibility.   However,  those  retiring  after 
July  1,  1977  but  before  July  1,  1983  (91  respondents) 
legally  could  have  been  denied  group  coverage  if  at  the 
time  of  retirement  they  were  Medicare-eligible  (age  65 
or  older) .   Further  analysis  of  the  respondents  who 
retired  after  July  1,  1977  but  before  July  1,  1983 
shows  that  40%  of  them  (36  respondents)  were  age  65  or 
older  at  the  time  of  retirement;  60%  (55  respondents) 
were  under  age  6  5  and  therefore  should  have  been 
allowed  coverage. 

Returning  to  those  retirees  who  were  allowed  to  remain 
group  members,  68%  (550  respondents)  chose  to  do  so  at 
the  time  of  retirement.   University  retirees  were  most 
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likely  to  continue  group  coverage;  county  retirees  were 
least  likely.   (See  Table  VII.) 

Table  VII 

Respondents  Continuing  Group  Coverage 
at  Time  of  Retirement 


Percentage 

Retirees 

Retirees 

of  Retirees 

Permitted 

Choosing  to 

Choosing  to 

to  Continue 

Continue 

Continue 

Coverage 

Coverage 

Coverage 

State 

261 

184 

70% 

U  System 

116 

89 

77 

Cities 

68 

42 

62 

Counties 

81 

47 

58 

School  Dists. 

271 

188 

69 

The  most  common  reason  given  by  a  respondent  for  not 
remaining  a  member  of  his  or  her  former  employer's 
group  insurance  plan  was  that  the  retiree  already  had 
coverage  under  his  or  her  spouse's  insurance  plan;  40% 
of  the  retirees  cited  this  reason.   Thirty-two  percent 
said  that  they  did  not  stay  with  the  group  plan  because 
the  premium  was  too  costly.   (City  retirees  most  often 
gave  cost  as  the  reason  for  not  continuing  coverage; 
state  retirees  were  least  likely  to  cite  cost  as  a 
factor.)   Sixteen  percent  reported  that  they  did  not 
need  the  coverage.   Only  3%  of  the  respondents  said 
that  they  were  not  notified  at  the  time  of  retirement 
that  they  could  remain  plan  members.   The  remaining 
respondents  (9%)  gave  miscellaneous  reasons  for  not 
continuing  group  coverage,  for  instance,  that  their 
group  plan  was  inadequate. 

Eighty-five  percent  of  the  retirees  who  elected  to 
continue  group  coverage  at  the  time  of  retirement 
reported  that  they  are  still  covered  under  their  former 
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employers'  plans   (464   respondents),    A  higher 

percentage  of  state  and  university  system  retirees 

maintained  coverage  compared  to  local  government 

retirees.  (See  Table  VIII.) 


Table  VIII 

Retirees  Currently  Covered 
Under  Group  Plan 


Retirees 
Continuing 
Coverage  at 
Retirement 


Retirees 

Percentage 

Now 

of 

Retirees 

Covered 

Now  Covered 

163 

90% 

82 

92 

33 

79 

34 

72 

152 

83 

State  182 

U  System  89 

Cities  42 

Counties  47 

School  Dists.  183 


Among  those  married  retirees  who  are  covered  by  their 
former  employer's  group  medical  insurance  plan,  87% 
(318  respondents)  also  cover  their  spouses  under  the 
employer's  plan.   There  is  little  variation  in  the  rate 
of  spousal  coverage  among  groups  of  retirees. 

Only  24  of  the  retirees  who  have  group  coverage  said 
that  they  have  dependent  children.   Twenty-one  retirees 
(72%)   cover  their  children  under  their   former 
employer's  plan. 

Medicare/Medicaid  Coverage 

A  retiree  may  get  help  in  meeting  his/her  medical 
expenses  through  the  Medicare  and/or  Medicaid  programs. 

Medicare  is  a  federal  insurance  program  that  primarily 
serves  people  age  65  and  older  regardless  of  their 
income.   The  program  consists  of  hospital  insurance 
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(Part  A)  and  supplementary  medical  insurance  (Part  B) . 
Part  A,  financed  through  the  Social  Security  (FICA)  tax 
and  free  to  employees  who  have  earned  enough  work 
credits  under  Social  Security,  pays  for  inpatient 
hospital  care,  inpatient  care  in  a  skilled  nursing 
facility,  home  health  care,  and  hospice  care.   Part  B, 
financed  through  monthly  premiums  paid  by  enrollees, 
helps  pay  for  doctors'  services,  outpatient  hospital 
care,  and  a  variety  of  other  medical  services  and 
supplies  not  covered  by  Part  A.   The  Part  B  monthly 
premium  is  currently  $15.50. 

Medicaid  is  a  federal-state  assistance  program  that 
serves  low-income  people  regardless  of  age.   The 
program  provides  coverage  for  inpatient  hospital 
services,  outpatient  hospital  services,  other  labora- 
tory and  x-ray  services,  skilled  nursing  home  services, 
and  physicians'  services.   To  be  eligible  to  receive 
Medicaid  coverage,  certain  household  resources  (such  as 
stocks,  bonds,  land,  and  buildings)  and  income  must 
fall  below  fixed  levels.   In  Montana,  an  individual  may 
not  have  household  resources  exceeding  $1,700  or  an 
annual  income  exceeding  $4,032.   A  couple's  combined 
resources  may  not  be  more  than  $2,550,  and  their  annual 
income  may  not  be  more  than  $4,596. 

Seventy-two  percent  of  all  survey  respondents  (974) 
were  enrolled  in  the  Medicare  program;  among  those 
respondents  age  65  or  older,  99%  had  Medicare  coverage. 
County  retirees  participated  in  the  program  at  a  higher 
rate  than  other  retirees;  city  retirees  were  least 
likely  to  have  Medicare  coverage.    (See  Table  IX  on 
following  page.)   Age  accounts  for  these  differences  in 
participation  rates;   the  average  age  for  county 
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retirees  was  70  while  the  average  age  for  city  retirees 
was  65. 

Table  IX 
Retirees  With  Medicare  Coverage 


Total 

Retirees 

Percentage 

Number 

With 

With 

of 

Medicare 

Medicare 

Retirees 

Coverage 

Coverage 

State 

350 

250 

71% 

U  System 

143 

103 

72 

Cities 

124 

69 

56 

Counties 

164 

132 

80 

School  Dists. 

543 

401 

74 

Ninety-four  percent  of  the  retirees  enrolled  in  Medi- 
care (890  respondents)  had  coverage  under  both  Part  A 
(hospital  insurance)  and  Part  B  (medical  insurance) . 
Six  percent  (60  respondents)  had  only  Part  A  coverage. 

Among  those  retirees  without  Medicare  coverage,  the 
vast  majority  (96%;  352  respondents)  said  they  were  not 
covered  because  they  were  too  young  to  enroll  (i.e., 
under  age  65) . 

Because  Medicare  pays  for  slightly  less  than  half 
(48.8%)  of  personal  health  care  spending  for  people  age 
65  and  older,   many  retirees  purchase  additional 
insurance  coverage  to  pick  up  some  or  all  of  the 
expenses  left  by  Medicare.   According  to  the  survey 
data,  28%  of  the  Medicare  recipients  (272  respondents) 
had  coverage  under  their  former  employer's  group 
medical  insurance  plan,  and  14%  (139  respondents)  had 


Teachers  Insurance  and  Annuity  Association, 
Planning  for  Health  Coverage  in  Retirement  —  Medicare 
and  Health  Insurance  (New  York:  Teachers  Insurance  and 
Annuity  Association,  1985),  p.  3. 
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coverage  under  their  spouse's  current  or  former 
employer's  group  plan.   Over  half  of  those  on  Medicare 
(58%;  569  respondents)  had  coverage  under  a  plan  other 
than  their  employer's  or  their  spouse's  employer's 
group  plan.   Less  than  1%  of  the  Medicare  retirees  (7 
respondents)  reported  that  they  had  no  other  coverage 
in  addition  to  Medicare. 

When  asked  about  coverage  under  the  Medicaid  program, 
8%  of  the  respondents  (104)  said  that  they  were 
receiving  Medicaid  benefits.  Ninety-seven  percent  of 
these  Medicaid  recipients  (101)  were  age  65  or  older. 
A  slightly  lower  rate  of  city  retirees  said  they  were 
on  Medicaid  compared  to  other  retirees.   (See  Table  X.) 

Table  X 
Retirees  Receiving  Medicaid  Benefits 


Total 

Retirees 

Percentage 

Number 

of 

Receiving 

Receiving 

Retirees 

Medicaid 

Medicaid 

State 

341 

31 

9% 

U  System 

138 

13 

9 

Cities 

118 

7 

6 

Counties 

162 

13 

8 

School  Dists. 

528 

40 

8 

As  mentioned  earlier,  to  qualify  for  Medicaid,  an 
individual's  annual  income  must  be  under  $4,032  and  a 
couple's  income  cannot  exceed  $4,596.   Among  those 
respondents  who  said  that  they  were  receiving  Medicaid 
benefits,  90%  (91  respondents)  reported  that  their 
annual  household  income  was  above  $6,800  in  1984. 
Since  an  annual  income  of  $6,800  or  more  is 
substantially  above  the  Medicaid  limitations,  it  is 
questionable  whether  all  of  the  respondents  who  claimed 
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to  be  receiving  Medicaid  benefits  were  actually 
Medicaid   recipients.    It   could   be   that   these 
respondents  mistakenly  thought  that  the  survey  question 
asked  if  they  received  benefits  under  the  Medicare 
program.   (Incidentally,  all  of  the  91  respondents  with 
incomes  above  $6,800  who  said  that  they  received 
Medicaid  benefits  were  enrolled  in  the  Medicare 
program. ) 


Coverage  Under  Spouses'  Group  Plans 
and  Other  Coverage 

Among  married  respondents,  23%  (239  respondents)  said 
that  they  were  covered  under  their  spouse's  current  or 
former  employer's  group  medical   insurance  plan. 
University  system  retirees  were  most  likely  to  have 
coverage  under  their  spouse's  group  plan  while  city 
retirees  were  least  likely.   (See  Table  XI.) 

Table  XI 

Married  Retirees  With  Coverage  Under 
Spouse's  Plan 


Total 

Number 

Percentage 

Number 

Covered 

Covered 

of 

Under 

Under 

Married 

Spouse ' s 

Spouse ' s 

Retirees 

Plan 

Plan 

State 

286 

66 

23% 

U  System 

113 

32 

28 

Cities 

101 

15 

15 

Counties 

128 

32 

25 

School  Dists. 

410 

94 

23 

Fifty-one  percent  of  the  respondents  (683)  said  that 
they  had  medical  insurance  coverage  under  a  plan  other 
than  their  former  public  employer's  group  medical 
insurance  plan.  Medicare,  Medicaid,  or  their  spouse's 
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current  or  former  employer's  group  plan.   Six  percent 
of  the  respondents  (42)  indicated  that  they  had  two  or 
more  such  plans.   Local  government  and  school  district 
retirees  were  much  more  likely  to  have  this  coverage 
than  were  state  and  university  system  retirees.   (See 
Table  XII.) 

Table  XII 
Retirees  With  Coverage  Under  Other  Plans 


Total 

Retirees 

Percentage 

Number 

Having 

With 

of 

Other 

Other 

Retirees 

Coverage 

Coverage 

State 

345 

126 

36% 

U  System 

143 

49 

34 

Cities 

122 

70 

57 

Counties 

165 

97 

59 

School  Di 

sts . 

540 

328 

61 

When  asked  to  give  the  name  of  their  plan,  respondents 
listed  over  60  different  plans.  The  most  popular  were 
those  offered  by  the  American  Association  of  Retired 
Persons  (AARP) ,  Montana  Physicians'  Service  (MPS),  and 
Blue  Cross.  Twenty-nine  percent  (197  respondents)  had 
AARP  coverage,  22%  (154  respondents)  had  MPS  coverage, 
and  10%  (66  respondents)  had  Blue  Cross  coverage. 


Income 

In  an  attempt  to  gather  some  general  data  on  retiree 
income,   respondents   were   asked   whether   their 
household's  gross  income  from  all  sources  was  below 
$6,800  in  1984.   This  $6,800  figure  is  slightly  higher 
than  the   1984   federal  poverty  threshold   for  a 
two-person  household  ($6,762).   Among  those  respondents 
answering  this  question,  8%  (106  respondents)  said  that 
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their  income  was  below  $6,800.   Eighty-one  percent  of 
these  respondents  (83)  were  age  65  or  older,  and  66% 
(70  respondents)  were  female.   The  average  number  of 
years  of  public  service  for  those  retirees  with  incomes 
below  $6,800  (21  years)  was  slightly  less  than  the 
average  years  for  those  with  incomes  above  $6,800  (23 
years) .   The  data  in  Table  XIII  shows  little  variation 
among  retiree  groups  in  the  rate  of  respondents  below 
the  poverty  level. 

Table  XIII 
Retirees  With  Income  Below  $6,800 


Retirees 

Percentage 

Total 

With  Income 

With  Income 

Number 

of 

Below 

Below 

Retirees 

$6,800 

$6,800 

State 

349 

22 

6% 

U  System 

140 

11 

8 

Cities 

122 

8 

7 

Counties 

162 

13 

8 

School  Dis 

ts. 

538 

48 

9 

All  of  the  retirees  below  the  $6,800  threshold  had  some 
type  of  medical  coverage.   Among  these  retirees: 

—  9%   (10  respondents)   reported  that  they  were 
receiving  Medicaid  benefits; 

—  81%  (86  respondents)  were  enrolled  in  Medicare; 

—  25%  (26  respondents)  had  coverage  under  their 
former  employer's  group  plan; 

—  7%   (8  respondents)   had  coverage  under  their 
spouse's  current  or  former  employer's  group  plan; 
and 
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62%  (66  respondents)  said  they  had  other  insurance 
coverage . 

Summary  of  Major  Findings 

A  review  of  the  survey  data  reveals  that  no  respondent 
is  without  some  insurance  coverage  whether  it  be 
coverage  under  a  former  employer's  group  medical 
insurance  plan,  Medicare,  a  spouse's  group  plan,  or 
another  plan.   This  finding  suggests  that  retired 
public  employees  consider  medical  insurance  coverage 
after  retirement  to  be  an  essential  expense.   Comments 
made  by  respondents  support  this  finding. 

About  one-third  of  the  respondents   (34%)   are  now 
covered  under  their  former  public  employer's  group 
medical  insurance  plan.   Most  retirees  who  were  given 
an  opportunity  to  remain  members  of  their  employers' 
group  plans  elected  to  do  so  at  the  time  of  retirement 
(68%) ,  and  most  who  chose  to  do  so  at  retirement  time 
are  now  covered  (85%)  .   University  system  and  state 
retirees  were  most  likely  to  be  allowed  to  continue  as 
members  of  their  employers'  plans  while  county  and  city 
retirees  were  least  likely  to  have  this  opportunity. 
Similarly,  university  system  and  state  retirees  chose, 
at  the  time  of  retirement,  to  remain  members  of  their 
employers'  plans  and  have  maintained  this  coverage  at 
higher  rates  than  have  county  and  city  retirees. 

Medicare  coverage  for  those  retirees  age  65  or  older  is 
nearly  universal  (99%)  .   The  vast  majority  of  those 
enrolled  in  Medicare  carry  both  Parts  A  and  B  (95%) . 
Nearly  all  Medicare  retirees  have  additional  insurance 
coverage  (99%)  . 
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About  18%  of  the  retirees  have  coverage  under  their 
spouse's  current  or  former  employer's  group  medical 
insurance  plan;  this  amounts  to  about  23%  of  those 
retirees  who  are  married.   University  system  retirees 
are  most  likely  to  have  coverage  under  their  spouse's 
plans  while  city  retirees  are  least  likely. 

About  half  of  the  retirees   (51%)   have  insurance 
coverage  under  a  plan  other  than  their  former 
employer's  group  plan,  Medicare,  Medicaid,  or  their 
spouse's  employer's  group  plan.   Local  government  and 
school  district  retirees  are  more  likely  to  have  such 
coverage  than  state  and  university  system  retirees. 
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IV.   SUMMARY  OF  COMMITTEE  MEETINGS  AND  DELIBERATIONS 

During  the  1985-1986  interim,  the  Select  Committee  on 
Health  Insurance  for  Retired  Public  Employees  held  six 
committee  meetings  and  one  subcommittee  meeting.   The 
Committee   explored   the   issues   surrounding 
postretirement  health  care  benefits,  studied  the  health 
insurance  needs  of  Montana  retired  public  employees, 
and  drafted  legislation  to  address  some  of  these  needs. 

The  Committee  held  its  organizational  meeting  in 
September  1985.    Representative  Ralph  Eudaily  was 
elected  chairman  and  Senator  Esther  Bengtson  was 
elected  vice-chairman.   In  addition,  staff  presented  a 
background  report  on  postretirement  health  care 
benefits.   The  Committee  also  reviewed  a  proposed  study 
plan  consisting  of  key  policy  questions,  staff  research 
tasks,  and  a  meeting  schedule. 

Two  recommendations  contained  in  the  study  plan 
received  considerable  Committee  discussion.   The  first 
was  that  a  consultant  be  hired  to  assist  the  Committee 
in  data  collection  and  cost  analysis  of  health 
insurance  proposals;  the  second  was  that  a  survey  of 
retired  public  employees  be  conducted  to  obtain  data  on 
retiree  health  insurance  coverage.   Several  interested 
persons  testified  as  to  the  need  for  both  consultant 
services  and  the  survey.   The  Committee  agreed  to  both 
recommendations  and  adopted  the  study  plan  with  minor 
revisions.  A  subcommittee  consisting  of  the  chairman 
and  vice  chairman  was  appointed  to  select  the 
consultant. 

Following  the  September  meeting,  staff  circulated  a 
request  for  proposals  for  consulting  and  actuarial 
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services.    Four  proposals  were  received,  and  the 
subcominittee  met  in  October  to  select  a  consultant. 
After  an  extensive  review  of  the  proposals  submitted, 
the  subcommittee  selected  the  Martin  E.  Segal  Company 
to  assist  with  the  study. 

In  November,  the  chairman  scheduled  a  work  session  of 
the  full  Committee  to  obtain  members'  input  on  the 
content  of  the  retiree  health  insurance  survey.   The 
Committee  consultant  attended  the  meeting  and  assisted 
staff  and  members  in  developing  the  survey  questions. 

The  Committee  gathered  in  late  February  to  review  the 
results  of  the  retiree  health  insurance  survey.  (See 
Chapter  III  for  a  discussion  of  survey  results.)   In 
addition,  the  Committee  consultant  provided  data  on  the 
nature  and  cost  of  retiree  coverage  under  local 
government   group   health   insurance   plans;   this 
information  was  collected  through  a  survey  of  the 
largest  cities,  counties,  and  school  districts  in  the 
state.    Staff  then  presented  several  legislative 
options  concerning  postretirement  health  care  benefits. 
Representatives  from  retiree  and  employee  organizations 
presented  additional  options  for  the  Committee's 
consideration.    Following   public   testimony,   the 
Committee  selected  three  options  for  further  study  and 
cost  analysis: 

Requiring  public  employers  to  offer  retirees  an 
optional  health  insurance  plan  at  a  lower  premium 
but  with  less  extensive  coverage  than  is  available 
under  the  active  group  plan; 

Permitting  retiring  employees  to  apply  their 
accrued  sick  leave  credits  toward  payment  of 
health  insurance  premiums;  and 
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Creating  a  trust  fund  for  payment  of  retiree 
premiums . 

During  the  Legislature's  March  1986  special  session, 
the  Committee  met  briefly  with  staff  to  plan  for  the 
April  meeting.   The  purpose  of  the  April  meeting  was  to 
examine  in  more  detail  the  options  selected  in 
February.   Below  is  a  description  of  each  option  and 
Committee  action  taken  at  the  April  meeting. 

Creating  a  separate  retiree  plan;   The  first  option 
considered  by  the  Committee  was  to  enact  legislation 
requiring  public  employers  to  offer  within  the  same 
master  contract  covering  active  employees  an  optional 
health  insurance  plan  for  retirees  only.   Under  this 
proposal,  the  experience  rating  of  the  entire  group 
would  be  used  to  set  the  premium  rates  for  the  retiree 
plan.   The  plan  would  be  available  to  all  retirees 
regardless  of  age  and  would  have  the  following 
features : 

The  premium  for  this  plan  would  be  substantially 
less  than  the  premium  under  the  active  group  plan. 

Coverage  under  the  plan  would  be  tailored  to  meet 
the  needs  of  older  persons.   Coverage  for  medical 
services  that  are  available  under  the  active 
employee  group  plan  which  are  least  likely  to  be 
used  by  retirees,  such  as  maternity,  chiropractic, 
visual,  and  dental  services,  would  be  eliminated. 

The  plan  would  have  a  higher  deductible  than  the 
active  employee  group  plan. 
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After  a  retiree  had  made  his  or  her  initial  choice 
at  the  time  of  retirement  as  to  which  plan  he  or 
she  wanted  to  have  coverage  under,  the  retiree 
would  have  one  more  opportunity  to  switch  coverage 
to  the  other  plan. 

The  purpose  of  the  plan  would  be  to  offer  retirees 
catastrophic  group  coverage  at  an  affordable  cost.   It 
was  anticipated  that  this  plan  would  be  most  attractive 
to  those  retirees  who  were  not  yet  Medicare  eligible 
and  who  could  not  afford  to  pay  the  premiums  required 
for  coverage  under  the  active  employee  group  plan. 

Based  on  comments  made  by  retirees  and  health  insurance 
administrators,   the  Committee  concluded  that  few 
retirees  would  join  an  optional  plan  with  a  high 
deductible   and   scaled-down   benefits;    generally 
retirees  would  prefer  to  have  comprehensive  coverage 
despite  having  to  pay  a  higher  premium.   By  unanimous 
vote,  the  Committee  tabled  this  option. 

Using  accrued  sick  leave;   The  second  option  concerned 
the  use  of  accrued  sick  leave  for  payment  of  retiree 
health  insurance  premiums.   Under  2-18-618,  MCA,   state 
and  local  government  employees  in  Montana  (except 
teachers)  earn  sick  leave  credits  at  a  rate  of  12 
working  days   for  each  year  of  service.    Upon 
termination,  the  employee  is  entitled  to  a  lump-sum 
payment  equal  to  one-fourth  of  the  pay  attributed  to 
the  accrued  sick  leave.   The  pay  attributed  to  the  sick 
leave  is  computed  on  the  basis  of  the  employee's  salary 
at  the  time  of  termination. 

Under  this  option,  a  retiree  who  chose  to  remain  a 
member  of  his  or  her  employer's  group  health  insurance 
plan  after  retirement  could  either: 
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receive  a  lump-sum  payment  equal  to  one-quarter  of 
the  value  of  his  or  her  accrued  sick  leave  as 
provided  in  2-18-618,  MCA;  or 

apply  an  amount  equal  to  one-third  of  the  value  of 
his  or  her  unused  sick  leave  toward  payment  of  his 
or  her  health  insurance  premium. 

If  a  retiree  chose  to  apply  accrued  sick  leave  to 
premium  payments,  each  month  the  retiree's  former 
employer  would  transfer  to  the  group  insurance  carrier 
an  amount  equal  to  the   retiree's  total  monthly 
premium.   These  payments  would  begin   immediately 
following  the  retiree's  date  of  retirement.   The 
employer  would  continue  to  pay  the  retiree's  premium 
until  a  dollar  amount  equal  to  one-third  of  the 
retiree's  unused  sick  leave  credits  had  been  paid  to 
the  carrier.   The  retiree  then  would  be  responsible  for 
future  premium  payments. 

Committee  members  felt  that  permitting  employers  to 
make  payments  for  accrued  sick  leave  in  the  form  of 
monthly  premium  payments  would  impose  less  of  a  cash 
flow  problem  on  agencies  than  requiring  a  lump-sum 
payment  at  the  time  of  retirement.  But  they  questioned 
whether  retirees  would  take  advantage  of  the  option, 
preferring  instead  to  receive  the  cash  payment 
currently  provided  by  law.   By  unanimous  vote,  the 
Committee  tabled  the  option  and  instructed  staff  to 
contact  employee  and  retiree  organizations  for  their 
reaction  to  the  option. 

Creating  a  trust  fund  program:   The  third  option 
required  creating  a  trust  fund  program  for  payment  of 
retiree  health  insurance  premiums.    The  Committee 
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reviewed  two  proposals  concerning  the  trust  fund 
option . 

The  first  proposal  was  submitted  by  the  Association  of 
Montana  Retired  Public  Employees  (AMRPE) .   Under  the 
AMRPE  proposal: 

The  trust  fund  program  would  cover  active  and 
retired  members  of  Public  Employees'  Retirement 
System. 

—  Participation  in  the  program  for  active  employees 
would  be  optional  for  persons  hired  before  the 
effective  date  of  the  legislation  and  mandatory 
for  those  hired  on  or  after  the  effective  date. 
Participation  would  be  optional  for  persons  who 
had  retired  before  the  effective  date  of  the 
legislation. 

—  Contributions  to  the  trust  fund  would  be  made  by 
program  members  and  by  public  employers.   Active 
employees  would  contribute  to  the  fund  during 
their  working  lives;   upon  retirement,   their 
contributions  to  the  fund  would  cease.   Retirees 
(those  persons  who  retired  before  the  effective 
date  of  the  legislation)  would  contribute  to  the 
fund  for  as  long  as  they  chose  to  participate  in 
the  program. 

A  participating  active  employee  would  contribute  a 
percentage  of  his  or  her  monthly  salary  to  the 
fund,  and  a  participating  retiree  would  contribute 
a  percentage  of  his  or  her  monthly  retirement 
allowance.   The  employer  would  contribute  matching 
amounts  on  behalf  of  program  members. 
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The  monthly  payment  made  from  the  fund  to  a 
program  member  would  be  based  on  a  percentage  of 
the  monthly  premium  rate  charged  a  member  under 
his  or  her  group  insurance  plan.   Years  of  service 
would  be  the  factor  used  to  calculate  the 
percentage  of  premium  each  program  member  would 
receive . 

The  second  proposal  was  developed  by  staff.   Under  this 
proposal : 

The  trust  fund  program  would  apply  to  state 
employees  who  are  insured  under  the  State  of 
Montana  employee  benefits  plan  administered  by  the 
Department  of  Administration. 

Participation  in  the  program  would  be  optional  for 
state  employees  hired  before  the  effective  date  of 
the  legislation  and  mandatory  for  those  hired  on 
or  after  the  effective  date.   State  employees  who 
retired  before  the  effective  date  would  be 
ineligible  to  participate. 

While  employed  by  the  state,  a  program  member 
would  contribute  to  the  trust  fund  a  fixed 
percentage  of  salary.    Upon  termination  of 
employment,  a  member's  contributions  would  cease. 
There  would  be  no  employer  contributions  to  the 
fund. 

An  account  within  the  trust  fund  would  be 
maintained  for  each  program  member.   A  member's 
account  would  accrue  interest.   Upon  retirement,  a 
member's  contributions  to  the  fund  would  be  used 
to  pay  his  or  her  health  insurance  premiums. 
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If  a  member  terminated  employment  before  he  or  she 
was  eligible  for  retirement,  the  member  could 
elect  to  receive  a  refund  of  his  or  her 
contributions  with  interest.   If  a  retiree  who  was 
receiving  premium  payments  from  the  fund  died 
before  exhausting  his  or  her  contributions,  the 
balance  of  the  retiree's  account  with  interest 
would  be  returned  to  the  retiree's  beneficiary. 

During  testimony  on  the  proposals,  AMRPE  noted  that  its 
proposal  was  the  only  one  under  consideration  which 
assisted  current  as  well  as  future  retirees  with  health 
care  expenses.   The  group  conceded,  however,  that 
requesting  an  employer  contribution  to  the  trust  fund 
would  meet  with  some  resistance  given  the  deteriorating 
condition  of  the  Montana  economy.   At  the  association's 
request,  the  Committee  agreed  to  delay  action  on  the 
proposal  until  its  final  meeting.   The  Committee  also 
delayed  action  on  the  second  trust  fund  proposal  and 
instructed  staff  to  contact  retiree  and  employee  groups 
for  their  reaction  to  the  proposal. 

The  Committee  held  its  final  meeting  in  August  1986  to 
develop  its  recommendations  to  the  1987  Legislature. 
In  response  to  the  Committee's  request  from  the 
previous  meeting,  staff  reported  that  retiree  and 
employee  organizations  generally  supported  the  use  of 
accrued  sick  leave  for  payment  of  retiree  health 
insurance  premiums.   However,  there  was  little  support 
for  the  staff  proposal  concerning  the  trust  fund 
option.   One  retiree  group  was  opposed  because  current 
retirees  were  not  covered.   Two  employee  organizations 
felt  that  the  proposal  should  cover  all  public 
employees,  not  just  those  working  for  state  government. 
Another  employee  group  predicted  that  active  employees 
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would  object  to  the  mandatory  participation  provision 
contained   in  the  proposal.    Given  the  lack  of 
enthusiasm  among  interest  groups  for  this  proposal,  it 
was  tabled  by  the  Committee  on  a  unanimous  vote. 

During  discussions  on  the  AMRPE  trust  fund  proposal, 
several  Committee  members  stated  that  they  could  not 
support  the  proposal  because  of  the  cost  to  the  state. 
As  an  alternative  to  tabling  the  proposal,   the 
association  suggested  that  legislation  implementing  the 
proposal  be  drafted  and  included  in  the  Committee's 
final  report  without  recommendation.   This  would  permit 
the  legislation  to  be  available  for  introduction  at  a 
later  date  when  the  state's  financial  picture  had 
improved.   By  unanimous  vote,  the  Committee  adopted  the 
association's  suggestion.   A  copy  of  the  legislation 
implementing  the  AMRPE  proposal  (LC  59)  appears  in 
Appendix  A. 

The  Committee  then  turned  its  attention  to  the  proposal 
concerning  the  use  of  accrued  sick  leave  for  payment  of 
retiree  health  insurance  premiums.   Some  members  stated 
that  they  were  uncomfortable  with  the  current  practice 
of  paying  employees  upon  termination  for  one-fourth  of 
their  unused  sick  leave.   They  felt  that  the  purpose  of 
providing  sick  leave  benefits  should  be  to  offer 
workers  some  financial  protection  if  illness  or  injury 
occurred  while  they  were  employed,  not  to  reward  them 
with   a   lump-sum   payment   upon   termination. 
Additionally,  members  were  concerned  with  the  unfunded 
liability  associated  with  the  sick  leave  payout 
provision.   According  to  the  Office  of  the  Legislative 
Auditor,  this  liability  for  the  state  exceeded  $9 
million. 
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The  Committee  concluded  that  if  the  statutory  provision 
requiring  payment   for  unused   sick   leave  were 
eliminated,  funds  would  be  available  to  assist  retirees 
with  their  health  insurance  premiums. 

The  Committee  then  modified  the  accrued  sick  leave 
proposal  by  deleting  the  statutory  provision  permitting 
an  employee  upon  termination  of  employment  to  receive  a 
lump-sum  payment  equal  to  one-fourth  of  the  value  of 
his  or  her  accrued  sick  leave.   Under  the  modified 
proposal,  those  state  and  local  government  employees 
who  chose  to  remain  members  of  their  former  employer's 
group  health  insurance  plan  after  retirement  could 
apply  one-third  of  their  accrued  sick  leave  toward 
payment  of  their  health  insurance  premium.   By 
unanimous  vote,   the  Committee  agreed  to  sponsor 
legislation  during  the  1987  session  implementing  the 
modified  proposal. 

Following  the  final  meeting,  staff  drafted  a  bill 
(LC  58)  implementing  the  modified  proposal  and  sent  it 
to  Committee  members  for  their  comments.   After 
reviewing  the  legislation,  several  members  expressed 
concern  about  the  provision  eliminating  the  one-fourth 
payment  for  unused  sick  leave,  particularly  for  current 
employees  who  assumed  that  they  would  be  receiving  this 
benefit  upon  termination.   Furthermore,  removing  this 
provision  could  eliminate  the  economic  incentive  for 
employees  not  to  use  their  sick  leave  except  under 
legitimate  circumstances. 

Given  these  concerns,  most  Committee  members  were 
reluctant  to  introduce  LC  58  as  a  Committee  bill.   By 
mail  ballot,  members  voted  to  include  the  bill  in  the 
Committee's  final  report  without  recommendation.   (A 
copy  of  LC  58  is  contained  in  Appendix  B.)   They  also 
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acknowledged  that  they  responsibly  could  not  support  a 
postretirement   health  care   program  that  would 
financially  obligate  the  state  given  the  significant 
economic  problems  facing  Montana.   Therefore,  the 
members  agreed  to  recommend  that,  if  the  state's 
economic  climate  improves,  future  Legislatures  review 
the  extensive  data  compiled  by  the  Committee  and 
consider  enacting  legislation  to  assist  current  and 
future  retirees  meet  their  health  care  needs. 
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